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Colonel L. P. Ayres of the Cleveland 
Trust Company has prepared a study com- 
paring the industrial defense speed-up of 
1940 with the defense preparations of 
1917. The comparison is highly unfavor- 
able to the current period, for it would 
appear that our present efforts have been 
disturbingly feeble. Indeed, we are so 
far behind 1917 that there practically zs 
no comparison. Colonel Ayres, who bases 
his study on actual military expenditures, 
reports that the rate of acceleration in 
1917 was 28 times as fast as it has been 
to date in 1940. He ascribes the reason 
for our leisurely start to the apathetic 
mood of the people. He believes that 
preparedness is now popularly regarded 
as the sole concern of the government, 
while in 1917 it was a great national en- 
terprise in which everyone participated. 

There is no use disputing the statistics, 
for they permit no argument. However, 
before critical talk makes headway, it 
should be pointed out that the prepared- 
ness efforts of 1917 and 1940 arose out 
of different conditions. In 1917 prepared- 
ness was started from our declaration of 
war and proceeded on a wave of patriotic 
fervor that was kept at white heat with 
the stories of ruthlessness and brutality of 
the enemy. This furnished the impetus 
that Colonel Ayres notes is lacking to- 
day, but there are also considerable in- 
dustrial and economic differences. For 
more than two years previous to the pre- 
paredness etforts of 1917 we had become 
practiced in large-scale arms production 
in filling orders for the Allies. More im- 
portant still, economic conditions preced- 
ing 1917 were far more favorable to in- 
dustrial expansion than they were in the 
decade just past. 


Consider the matter from the point of 
view of the industrial manager—the ex- 
ecutive wh holds the key position in the 
defense work. The 1940 industrial man- 
ager has far more varied kinds of difh- 
culties to contend with than he had 23 
years ago. For example, in the Autumn 
of 1917 he was not to be confronted with 
the reduction of the workweek as he will 
be in the Autumn of 1940, when the 
Wage and Hours Law requires a reduc- 
tion from 42 to 40 hours per week. Nor 
was he hedged about with restrictive laws 
governing industrial relations, distribu- 
tion methods and financial operations. 
This is not a plea for the repeal of this 








legislation but only a reminder that in 
1917 it did not exist—that legislative im- 
pediments to the industrial program were 
then negligible as compared with the 
present. 

A study of the letters of inquiry that 
are currently being received at AMA 
headquarters reflects these difficulties. The 
roots of many of the problems that are 
mentioned in this correspondence go back 
to the depression of the 1930’s—to the 
social changes, the labor troubles and leg- 
islation that developed during that period. 
Many of the problems that management 
is now engaged in solving, to a certain 
extent, are evidence of the difficulties be- 
ing experienced in changing from the 
policies, customs and habits of those years 
to the new policies and ways of doing 
things that the present situation demands. 

Management of 1917 did not have the 
experience and lessons that present-day 
management learned during the depres- 
sion. The background and philosophy of 
that time were in terms of dynamic ex- 
pansion, while today a large section of 
our present executive personnel received 
their principal training in the "30's and 
have been imbued with policies of con- 
servatism. They received intensive train- 
ing in administrative techniques. To con- 
serve what one possessed was one of the 
first principles of survival from 1929 on. 
Conservatism is not to be despised, but 
it is more in evidence today than it was 
in 1917 and, to a certain extent, because 
of the very mistakes that were made in 
907. 

One hears reports from some of the 
highly industrialized centers that there is 
a shortage of supervisory and executive 
personnel. This problem was to be an- 
ticipated, but it is one that will be more 
readily and efficiently solved in 1940 than 
it was in 1917. In respect to executive 
personnel we are dethdediy better off than 
we were in 1917 for there is a much 
larger reserve of potential executive tal- 
ent among rank-and-file workers than 
there was at that time. Our schools have 
given industry a higher-type individual, 
and companies that have maintained ade- 
quate training programs and developed 
methods of rating employees should have 
little difficulty in this respect. 

The story is told that one of the very 
group of destroyers that was recently 
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All Phases of Business 
Participating in Rise 
to Record Levels 


== 


Indexes of business activity have set 4 
new high for 1940 and are within strik. 
ing distance of the highest levels on te. 
ord, as American industry swings into 
what promises to be one of the mos 
active periods in its history. This, in 
substance, is a picture of the current state 
of business as told in the summaries from 
various agencies listed on the inside pages 
of this bulletin. 

It is regarded as extremely noteworthy 
that the advance in activity is in prac 
tically no respect one-sided or unbal- 
anced. It is an upward movement in 
which all phases of business appear to be 
participating—heavy industry and light, 
steel-making and retailing. A second 
noteworthy development has been the 
firming of commodity prices, an occut- 
rence which observers believe definitely 
heralds a rearmament-stimulated uptrend 
of considerable proportions. It is be 
lieved that until a few weeks ago business 
men had been cautious on building up 
inventories but now, as orders begin to 
pile up, skilled labor shortages begin to 
appear and there is talk of priorities, they 
are hurrying to cover light inventory posi- 
tions. 

While the upward trend has had a uni- 
versal aspect, some industries are outshin- 
ing others. One of the most active is 
construction, and steel is reported oper- 
ating at 92 per cent of its capacity. The 
war industries—building, aircraft, ma- 
chine tools, engines, aluminum and ex- 
plosives—are expanding at a rapid rate, 
even though they have not felt the full 
effects of munitions expenditures. These 
industries, especially aircraft, were opét- 
ating at a high rate even before defense 
work started. A vast section of Ameti- 
can industry is engaged in supplying these 
six key defense industries and they, too, 
are moving sharply upward. 

Both salaries and employment are also 
reaching new highs and this will have a 
consequent beneficial effect upon retail 
trade. ‘ One evidence of how much cus 
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Of 15 indexes reflecting the current state of 
business, 12 advanced as compared with the 
previous week and three declined; nine of the 
indexes are above the same period last year; 
steel output and electricity output have currently 
reached new highs for the year (Sept. 21). 





Monetary gold stocks in the U. S. now exceed 
21 billion dollars, an amount equal to approxi- 
mately 70% of all the monetary gold in the 
world. A New York Stock Exchange compila- 
tion shows that total earnings of 539 corpora- 
tions in the first half of this year were 51.7% 
larger than the same period last year (Sept. 21). 





The room for recovery in the market on funda- 
mental grounds is supplied by the divergent 
action of stocks and business; whereas business 
improved during the spring and summer, stock 
prices failed to keep pace; this lag behind busi- 
ness is an exceptional situation (Sept. 19). 








It is probable that factory output this year 
will be abnormally high in view of the unusual 
conditions created by the European war; in 1940 
it might exceed normal by as large an amount as 
in 1957, although that excess was the largest on 
record; this would mean the largest annual out- 
put in history (Sept. 14). 





Department store sales during the week ended 
Sept. 7 were 11% larger than a year ago as 
compared with a gain of 10% in the preceding 
week; experts estimate that if the war continues, 
U. S. merchandise exports will rise from $350,- 
000,000 in June, 1940, to $450,000,000 in June 
next year (Sept. 21). 








Although the prospect is that farm income 
in 1940 will not quite equal that of 1937, any 
decrease promises to be more than offset by a 
lower price level for goods bought by farmers; 
thus, the outlook is that the farmers’ purchasing 
power in 1940 will be larger than in any pre- 
ceding year since 1929 (Sept. 21). 








In the week ended Sept. 7, the price index 
of farm products rose for the third consecutive 
week. The price index of manufactured goods 
also advanced, but to a lesser extent so that the 
purchasing power index rose for the third con- 
secutive week to 74.4 from the 1940 low of 72.3 
reached three weeks ago (Sept. 21). 








Labor and 
Wages 


The recovery in factory payrolls which occurred 
from May to June was practically erased by a 
setback in July; the payroll index, with 1923- 
1925 as 100, declined to 96.4 in July after ad- 
vancing from 96.3 in April and May to 97.9 in 
June; payrolls in July, however, were 14.2% 
larger than in the same month last year (Sept. 14). 








Foreign Trad: 
and 


Conditions 











It is reported that Great Britain is seeking a 
credit in Argentina, ranging from $20,000,000 
to a maximum of $160,000,000 for the purpose of 
financing the purchase of Argentina farm products. 
It is evident the international value of the French 
franc is bound to decline; the public debt of 
the country will show a large increase (Sept. 21). 
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This digest cove: 


the views of various authorities. 


Brookmire, Inc. Business Week 

Not only has the recent trend of general Business has entered the ‘unanimous phase.” Tl 
business been upward, but the rate has been Everything is going up; the Business Week Index | way 
sufficient to boost the Brookmire Index up quite | reached a new high for the year; steel operations | trade 
close to the level of the “war-boomlet” last | pushed up to 92.9% of capacity; auto output | lines 
Autumn, which had been the best since the top | increased; the statistics assert the rise: the greater | pres 
of the recovery attained in 1937; and the trend | risks now lie on the side of overcautiousness purc 
continues in progress (Sept. 21). (Sept. 21). some 

Commercial loans soared $91,000,000 _ last Last week's $91,000,000 increase in the com- Be 

: : . : mercial, industrial, and agricultural loans of re- | . A 
week; even without counting one exceptionally porting banks was the sharpest one-week rise ca 
big loan, a new 1940 high was hung up; the | since this statistical series was compiled; business Inde 
defense program is helping to put idle bank | men are preparing for a sharp upturn in fall ve 
resources to work (Sept. 21). merchandise sales; definitely, the loan trend is (Oc 

up (Sept. 21). 

Stock prices advanced in the last week but the There is a mounting demand for additional A 
market maintained a guarded atmosphere; the | funds, even from industries that have not felt allies 
industrial average scored a fairly sizable rise, but | the push of national defense business, and public } *‘ “ 
the other two averages lagged; taxes, elections, | offerings of new securities are forthcoming in ney 
and war uncertainties are retarders, but the long- | a rising stream; American markets, aided by do- re | 
term outlook is preponderantly favorable (Sept. | mestic business vigor, are developing some degree (oes 
21). of independence from the war news (Sept. 21). ( 

The defense program is partly responsible for Steel operations have moved up another point, _ TI 
boosting machine tool shipments above the World | and the auto manufacturers are not letting days | 09 
War peak; August freight car orders were well | rush by during this year's changeover period; the | ™uct 
above 1939; heavy industrial machinery and | rising tendencies of a long list of commodities fens¢ 
electrical equipment are also in brisk demand | jndicate that business men are buying when | ™0Fré 
(Sept. 21). and what they can (Sept. 21). has | 

indu 
Retail stores are reflecting the impact of ex- Tl 

Besides the marked expansion in heavy indus- | Panding employment and payrolls in the heavy- | sent 

a : is Pate peat goods industries; earlier, the major rise was in | gales 
tries, gains are occurring in light lines; in fact, durable consumer goods, such as autos, refrigera- | 193, 
active retail trade has created some shortages | tors, etc.; now it is spilling over into soft-goods of S 
(Sept. 21). lines; the department store sales index is at its | thro 

best level since April, 1930 (Sept. 14). expe 

Not for ten years has the construction industry The total of building contract awards last Ne 
been as lively as today; on the residential revival | month of $414,941,000 as compared with $312,- brigh 
that has developed is now being superimposed | 228,000 a year ago is rather impressive; the ume 
heavier construction spurred by the defense pro- | gain is not confined to defense structures; resi- gust 
gram; New York State reports the highest | dential building was up $25,000,000 over a year | ajmo 
August for plans filed for industrial building in | ago, and $12,000,000 over July, to $152,988,000 | the ¢ 
17 years (Sept. 21). —best level since July, 1929 (Sept. 14). (Oct 

Reports from agricultural regions indicate that 
the farm picture is spotty; farm income is re- 
ported little above 1939 in some sections in spite 
of large AAA benefits; some sections report that 
loss of foreign markets is a factor in keeping 
income down (Sept. 21). 

; ; : as ‘ommodity prices have begun to firm up; there 

Commodity prices strengthened _ definitely ™ Ses a aa, eainth in the rs Ce 
toward the end of August; in the event of a Index of spot commodity prices since the middle | early 
nearby peace, commodity prices pacar ties. geal of August. A German victory could mean a | from 
2 tan tet Gat SN; Bee's ne a recession but not a complete collapse in the mar- | 19 ¢ 
to hold could well raise them to a substantial kets for our own defense program is now giving | 115. 
degree (Sept. 7). the markets the principal support (Sept. 21). held 

Labor bottlenecks are developing in the arma- K 
ment industries; some labor shifts from con- | ¢,¢t 
sumer to heavy goods industries have already | 3 0c 
taken place; manufacturers in the very nature of | 7.4, 
things will be bidding against each other for | 4+. 
skilled workmen (Sept. 21). (Oc 

. . Wide-awake exporters are uncovering all kinds 

With the Continent closed as_a source of of new trade opportunities in Central and South 
supply, Britain will make every effort to accel- America; the 20 Latin American republics have 
erate the movement of goods from the U. S.; in | timed to the U. S. for everything from hops 
the unlikely event of a peace being forced on to locomotives; orders in the first nine months 
England, the first effect would be to halt the big of the year were $186,000,000 greater than in 
flow of goods from the U. S. (Sept 7). the same period in the year earlier (Sept. 21). 

It does not include any strictly confidential information or specific advices from the sources. Copyrigh 
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Dun’s Review 


Cleveland Trust Company 


National City Bank 





The sidewise trend of mid-Summer has given 
way to a rapid, more-than-seasonal expansion in 
trade and industry; because consumers’ goods 
lines are participating more fully, the upswing 
presents a well-rounded appearance; wholesale 
purchasing has opened up and inclines toward 
somewhat higher inventories (Oct.). 





Business activity, as measured by the volume 
of industrial production increased only moder- 
ately during Summer, partly because of small in- 
crease in defense expenditures of army and navy; 
but rapid placing of munitions orders are sure 
to make important increases in general activity 
in the remaining months of the year (Sept. 15). 


Trade and industrial activity has held at a 
high level during August, although the forward 
movement has not been as brisk as from May 
through July. A considerable number of indus- 
tries are running close to practical capacity; they 
expect to continue at high rates, but further gains 
will be slower (Sept.). 





Bank clearings (23 cities) totalled $21,045,743 
in August, 8.3% below the July figure and 7.6% 
below August, 1939; the adjusted Insolvency 
Index (Failures) stood at 71.3 for August, 
against 70.8 for July and 72.2 for last August 
(Oct.). 





A moderate increase in turnover accompanied 
advancing stock prices during late August and 
early September; corporate issues for new cap- 
ital were slightly higher in August and one of 
the best monthly totals in the past two years 


(Oct.). 





The FRB adjusted index of industrial produc- 
tion has advanced to a new high for 1940, not 
much below the peak at the end of 1939; de- 
fense expenditures are a significant stimulus but 
more important from the point of view of volume 
has been the increased order flow from trade and 
industry (Oct.). 





Not only will industrial production go for- 
ward rapidly as the result of munitions manu- 
facturing in the latter part of the year and 1941 
but also from the output of automobiles; car 
manufacturers are planning for unusually large 
volumes (Sept. 15). 


The banks of the country are in excellent con- 
dition to aid in financing the defense program; 
they are strong, liquid, full of extra cash (Sept.). 





The confidence of the British people is making 
a strong impression upon sentiment here; upon 
the outbreak of the German massed air attacks, 
stocks in London declined substantially less than 
in New York, and they have recovered strongly, 
to the highest levels since the French surrender 


(Sept.). 





Steel is operating at above 90 per cent of capa- 
city; all the industries influenced by the defense 
program or having British orders are busy, and 
even in textiles, and other lines of everyday use, 
government buying is giving support (Sept.). 





The earlier-than-usual start of Fall shopping 
sent the FRB adjusted index of department store 
sales to 100 in August, the highest level since 
1930; buying continued brisk in the first part 
of September and was said to be well spread 
through light goods and the more durable and 
expensive lines (Oct.). 


The implements of war are in no sense in- 
come producing, but their large-scale production 
will temporarily lift our national income increas- 
ing payrolls and stimulating the demand for 
such goods as automobiles (Sept. 15). 


Retail trade reports are almost the best this 
year, considering the season. Merchants expect 
their Fall business to be better than last Fall, 
but generally show little disposition to increase 
inventories, realizing that many consumers will 
not benefit directly from armament expenditures 
(Sept.). 





New building activity remains one of the 
brightest spots in the business picture; the vol- 
ume of permits issued in 215 cities during Au- 
gust showed a slight drop from July but was still 
almost as good as the high for last August; 
the 8-months cumulative total is 6% above 1939 
(Oct.). 


As a result of the placing of munitions orders 
it can be expected that there will be large in- 
creases in construction in the remaining months 
of this year (Sept. 15). 








Commodity price trends in late August and the 
early part of September were mildly upward; 
from a low for the year of 112.42 on August 
19 the Daily Wholesale Price Index went to 
115.72 on September 5 and in the next week 
held its ground despite new war shocks (Oct.). 





For three consecutive months the trend of 
factory employment has been better than seasonal ; 
according to figures of the U. S$. Department of 
Labor, however, total industrial employment is 
not yet as high as in the peak months of 1937 
(Oct.). 








New construction has reached the highest vol- 
ume since 1930, due to record activity in small 
home building and to industrial contracts repre- 
senting plant expansion for armament requite- 
ments. Whether home building is being rushed 
for fear of rising costs remains to be seen 


(Sept.). 





Pressure to sell competitive Latin-American 
products, which formerly went to the Continent, 
depresses our markets; hide prices declined 
sharply from 1314¢ on May 10 to 934¢, due to 
weakening of the Argentine market and larger 
imports into the United States (Sept.). 





Prices of basic commodities, particularly food- 
stuffs, have sagged during the month, due to 
larger crop movements and disruption of world 
markets; with government loans on some of the 
major staples, the price level is well-supported ; 
but there is still a surplus problem in many 
commodities (Sept.). 





It is noteworthy that payrolls in the war in- 
dustries have been increasing distinctly more 
rapidly than the number of workers; at the 
beginning of 1938 the average pay per worker 
per week was $28.19, while in July of this 
year it had increased to $36.08, an advance of 
nearly 30% (Sept. 15). 


Central economic question before the country 
is whether the defense program will be carried 
out by increasing production and employment or 
whether armaments will be provided by d/vert- 
ing manpower and capacity from present activi- 
ties, leaving the country still with huge unem- 
ployment and a low national income (Sept.). 








Almost one-half of U. S. exports now go to 
Great Britain and the British Empire. They are 
heavily concentrated in the metal products and 
war supplies, and if they were interrupted the 
industries concerned would feel the loss severely. 
Steel exports are at the highest levels on record 


(Sept.). 
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AMA’s Defense Production Conference 
Scheduled for Nov. 12-13 in Cleveland 


What promises to be the most important conference that the Production Division 
of AMA has ever held will take place in Cleveland, at the Hotel Cleveland, on Novem- 





ber 12 and 13. 


Coming at a time when the problems of the production manager are the problems 
of all industry and of the nation itself, the meeting is expected to be an “all-out” 
affair with executives from virtually every industry, even the busiest, in attendance. 

Inquiries concerning the sessions have come to the AMA in large volume ever 
since the first announcement was made, and indications are that interest in the Pro- 
duction Division’s Conference is widely shared by members in the Personnel, Finance 


and other divisions of the Association. 


The program, which was arranged un- 
der the direction of Donald F. Carpenter, 
Director of Manufacture, Remington 
Arms Company, Inc., and his advisory 
committee is briefly as follows: 

Tuesday Morning. November 12: A 
Symposium on Multiple-Shift Opera- 
tion: Reports from a number of com- 
panies on this subject. 

Tuesday Afternoon: Key Production 
Problems in the Present Emergency: 
“The Right Man for the Right Job,” 
George Prudden, Works Manager, 
Vega Airplane Company (subsidiary of 
Lockheed Aircraft Corporation) ; “New 
Developments in the Selection of Fac- 
tory Workers,” Charles A. Drake, Con- 
sulting Industrial Psychologist, Johnson 
& Johnson; “Controlling Scrap and Re- 
pair Losses Under Greatly Expanded 
Production,” W. H. West, Asst. Fac- 
tory Manager, Thompson Products, Inc. 


Wednesday Morning. November 13: 
Man-Power Problems: “Experience Sto- 
ries on Quick Training,” Charles S. 
Mattoon, Curtiss Aeroplane Division, 
Curtiss-Wright Corporation; Ray Blyth, 
Personnel Director, The Warner & 
Swasey Company; Henry R. Huffman, 
Assistant General Superintendent, Ar- 
rowhead Plant, Armstrong Cork Com- 
pany; William F. Patterson, Chief of 
Apprenticeship, Division of Labor 
Standards, U. S. Department of Labor. 

Wednesday Afternoon: Meeting In- 
creased Production Needs With Better 
Foremanship: “Which Rank-and-File 
Men Make the Best Foremen?’’, Stew- 
art M. Lowry, Director, Industrial Re- 
lations, The Procter & Gamble Co.; 
“Developing Effective Supervision,” 
Wendell M. Nelson, Assistant to the 
Manager, Schenectady Works, General 
Electric Company ; “The Foreman Talks 
to the Production Executive,’ A. C. 
Horrocks, Goodyear Tire & Rubber 
Company, Inc. 

At a luncheon on Wednesday and an 
“off-the-record” dinner meeting on Wed- 
nesday evening government defense of- 
ficials will discuss relations of the gov- 
ernment and industry in the defense 
program. 


Leads Office Sessions 





NORMAN C, FIRTH 


Office Management Meeting 
Opening in New York 

Companies in various industries that 
have made noteworthy progress in office 
management techniques will report their 
experience to the AMA Office Manage- 
ment Conference being held at the Hotel 
Roosevelt, New York, October 24-25-26. 
This meeting which annually attracts hun- 
dreds of office managers, personnel execu- 
tives, treasurers, controllers and various 
other executives with office management 
responsibilities, will cover all important 
phases of office work. 

Arranged by a committee under the 
direction of Divisional Vice President 
Norman C. Firth, the sessions have been 
the subject of careful planning for several 
months. By personal contact and cor- 
respondence Mr. Firth and his committee 
have surveyed the office management field 
to bring to the meeting reports of new 
progress in various phases of office work. 

Such topics are to be discussed as: 
“Special Problems Faced by the Office 
Manager in National Defense’; ‘‘Mea- 
suring Output for More Effective Con- 
trol”; “Adjusting Office Operations to the 
Provisions of the F.L.S.A.”; “Ability and 
Aptitude Tests”; “Job Evaluation and 
Salary Standardization,” etc. 


War Risk Coverages To Be 


Discussed at Insurance Sessions 


Companies in almost every industry are 
concerned with a wide variety of insur- 
ance problems arising out of defense pro- 
duction and conscription, it is disclosed 
in returns from a survey recently compiled 
by the AMA in preparation for the winter 
Insurance Conference in Chicago, on De- 
cember 5 and 6. 

In seeking topics for the conference in 
which insurance buyers are now especially 
interested the committee planning the 
meeting found almost universal concern 
expressed over coverages bearing on na- 
tional defense and war risks. 

Based on the preferences expressed in 
the hundreds of replies that were received, 
the program is tentatively being arranged 
as follows: On the opening morning of 
the conference there will be addresses on 
two topics—(1) Director's Liability In- 
surance, which will report a survey now 
being conducted by the AMA; (2) Insur- 
ance Problems Created by Conscription. 

In the afternoon there will be a Ques- 
tions-and-Answers Session, which will be 
presided over by Ralph H. Blanchard, 
Columbia University School of Business. 
The members of the panel at this session 
will be representatives of the underwriters 
of various kinds of insurance coverages. 
Topics listed for discussion at this session 
are: the adjustment of losses, hospitaliza- 
tion and group medicine, safety and fire 
prevention, fire insurance, liability, and 
bonding. This discussion will extend into 
the evening of December 5, when three 
sessions in charge of a buyer will be de- 
voted to bonding, liability, and safety. 

On Friday morning the conference will 
give its attention to various aspects of war 
risks. Various risks covered by fire, ma- 
rine, and casualty insurance will be con- 
sidered. This is expected to be the topic 
of principal interest at the conference. On 
Friday afternoon there will be discussions 
on boiler and machinery coverages. 





Personnel Conference in 


Chicago, Feb. 12-13-14 


The Personnel Conference of the 
AMA will be held on February 12- 
13-14, 1941, at the Palmer House 
in Chicago, it has been announced 
by Harold F. North, [ndustrial Re- 
lations Manager, Swift & Company, 
Vice President of AMA’s Personnel 
Division. One committee meeting 
to discuss the sessions has already 
been held and others are scheduled 
for the near future. Owing to 
rapid changes now taking place in 
industry it has been felt that it 
would not be possible to make defi- 
nite plans for the conference as far 
in advance as usual. 











